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', TO ALL PARTIES: 

Enclosed please find the recommendation of Administrative Law Judge Sarah N.' 
Harpring. The recommendation has been filed in the form of an Opinion and Order on: 

WOODRUFF WATER COMPANY, INC., WOODRUFF UTILITY COMPANY, INC. 
and ARIZONA WATER COMPANY 

(EXTENSION OF TME DEADLINE CONTAINED 
IN DECISION NO. 68453) 

Pursuant to A.A.C. R14-3-110(B), you may file exceptions to the recommendation of 
the Administrative Law Judge by filing an original and thirteen (1 3) copies of the exceptions 
with the Commission's Docket Control at the address listed below by p.m. on or before: 

DECEMBER 1,201 1 

The enclosed is NOT an order of the Commission, but a recommendation of the 
Administrative Law Judge to the Commissioners. Consideration of this matter has tentatively 
been scheduled for the Commission's Open Meeting to be held on: 

DECEMBER 13,201 1 and DECEMBER 14,201 1 

For more information, you may contact Docket Control at (602)542-3477 or the Hearing 
Division at (602)542-4250. For information about the Open Meeting, contact the Executive 
Director's Office at (602) 542-393 1. 

EXECUTIVE DIRECTOR 

1200 WEST WASHINGTON STREET, PHOENIX, ARIZONA 850072927 I400 WEST CONGRESS STREET, TUCSON, ARIZONA 85701-1347 

www.azcc.oov 

This document is available in alternative formats by contacting Shaylin Bernal, ADA Coordinator, voice 
phone number 602-542-3931, E-mail SABernal@azcc.gov 

mailto:SABernal@azcc.gov
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BEFORE THE ARIZONA CORPORATION COMMISSION 

COMMISSIONERS 

GARY PIERCE - Chairman 
BOB STUMP 
SANDRA D. KENNEDY 
PAUL NEWMAN 
BRENDA BURNS 

IN THE MATTER OF THE APPLICATION OF 
WOODRUFF WATER COMPANY, INC. FOR A 
CERTIFICATE OF CONVENIENCE AND 
NECESSITY TO PROVIDE WATER SERVICE IN 
PINAL COUNTY, ARIZONA. 
IN THE MATTER OF THE APPLICATION OF 
WOODRUFF UTILITY COMPANY, INC. FOR A 
CERTIFICATE OF CONVENIENCE AND 
NECESSITY TO PROVIDE SEWER SERVICE IN 
PINAL COUNTY. ARIZONA. 
IN THE MATTER OF THE APPLICATION OF 
ARIZONA WATER COMPANY, AN ARIZONA 
CORPORATION, TO EXTEND ITS EXISTING 
CERTIFICATES OF CONVENIENCE AND 
NECESSITY AT CASA GRANDE AND 
COOLIDGE, PINAL COUNTY, ARIZONA. 

DOCKET NO. W-04264A-04-0438 

DOCKET NO. SW-04265A-04-0439 

DOCKET NO. W-01445A-04-0755 

DECISION NO. 

ORDER EXTENDING TIME 
DEADLINE CONTAINED IN 
DECISION NO. 68453 

Open Meeting 
December 13 and 14,20 1 1 
Phoenix, Arizona 

BY THE COMMISSION: 

This case concerns a request from Woodruff Water Company, Inc. (“Woodruff Water”) and 

Woodruff Utility Company, Inc. (“Woodruff Utility”) (jointly “Companies”) to modify Decision No. 

68453 (February 2, 2006) by extending the deadline for the Companies to file their rate case 

applications. 

* * * * * * * * * * 

Having considered the entire record herein and being fully advised in the premises, the 

Commission finds, concludes, and orders that: 

FINDINGS OF FACT 

1. In Decision No. 68453 (February 2, 2006), Woodruff Water was granted a Certificate 

of Convenience and Necessity (“CC&N”) to provide water utility service, and Woodruff Utility was 

S:\SHARPRING\Water&Wastewater\CC&N\04043 8ord.doc 1 
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,ranted a CC&N to provide wastewater utility service, each for a 3,200-acre parcel located between 

:ass Grande and Coolidge, in Pinal County, that was to be developed as a master-planned 

ubdivision known as Sandia (“Sandia parcel”).’ 

2. Decision No. 68453 found that Woodruff Water and Woodruff Utility were both 

wned by Pivotal Sandia, L.L.C. (“Pivotal Sandia”), which was ultimately controlled by the F. 

kincis Najafi Family Trust.2 The Decision further found that Francis Najafi served as the sole 

lirector for each of the Companies. (Decision No. 68453 at 5 n. 1 .) 

3. The Decision found that the Sandia parcel was being purchased from the Wuertz3 

amily, who had been using the Sandia parcel for agricultural purposes for a number of years and 

vho had requested water and wastewater service from the Companies, thereby providing a 

nechanism to convert the Wuertz family’s irrigation rights to Type 1 non-irrigation rights that could 

)e used for a development. The Decision further found that Woodruff Water had commenced 

xoviding water utility service to the Wuertz family in approximately September 2004 to satisfy an 

4rizona Department of Water Resources (“AD WR”) requirement for non-agricultural service to be 

xovided for one year as a prerequisite to converting the irrigation rights. (Decision No. 68453 at 9.) 

Woodruff Water had expected to have the rights converted by September 2005. (Id.) 

4. Decision No. 68453 required each of the Companies to file a rate application no later 

.han three months following the fifth anniversary of the effective date of the Decision. (Id. at 26, 27, 

32.) The Decision also required each of the Companies to file notice of having initiated service 

within 30 days after initiating service to its first customer. (Id.) The Decision further required 

Woodruff Utility to post a performance bond in the amount of $250,000 no later than 15 days before 

providing wastewater service to any customer and required that the performance bond be maintained 

and copies of the performance bond filed annually, on the anniversary date of the initial filing, until 

Decision No. 68453 also dealt with an Arizona Water Company (“AWC”) application to extend its CC&N to include 
the Sandia parcel, an area known as Martin Ranch, and other surrounding parcels. (Decision No. 68453 at 5-6.) The 
Decision granted AWC’s application as to Martin Ranch, but denied AWC’s application as to the Sandia parcel and the 
other surrounding parcels. (Id. at 21,28, 32-33.) Decision No. 68453 was appealed by AWC and ultimately affirmed by 
the Arizona Court of Appeals (Arizona Water Co. v. Arizona Corp. Comm ’n, 217 Ariz. 652 (Ariz. Ct. App. 2008). 

Decision No. 68453 found that Woodruff Water and Woodruff Utility were both owned by Pivotal Sandia, L.L.C., 
which was controlled by Pivotal Group X, L.L.C., which was controlled by the F. Francis Najafi Family Trust. (Decision 
No. 68453 at 5 n.1.) 

The family’s name was misspelled in the Decision as Wurtz. 
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further order of the Commission or until 10 years had passed, whichever came first, at which time 

Woodruff Utility could file an application for termination of the bonding requirement. (Id. at 3 1-32.) 

5 .  On March 3, 2006, the Companies made a joint compliance filing including copies of 

their tariffs and notice that Woodruff Water had commenced water service to its first customer on or 

about September 1 , 2004.4 

6. Woodruff Water made a compliance filing on January 23, 2007, providing the arsenic 

level for its only well in use; reporting that plans were underway to construct a water campus that 

would include a treatment process for arsenic and fluoride; and reporting that, although its well water 

was above the maximum contaminant level (“MCL”) for arsenic, Woodruff Water was not out of 

compliance with Arizona Department of Environmental Quality (“ADEQ”) requirements because it 

was only serving four service connections and thus was not yet classified as a public water system 

under ADEQ regulations. Woodruff Water also reported that construction had not yet begun on 

Sandia and that it was providing service to four service connections on the Wuertz farm. 

7. Woodruff Utility made a compliance filing on January 23, 2007, reporting that it had 

submitted a preliminary treatment plant design and specifications to ADEQ for review, with final 

design to be completed the following month; that construction had been delayed due to a downturn in 

the real estate market but should begin later in 2007; and that because no construction had yet begun 

on a wastewater treatment facility, there was no effluent being produced or used. 

8. The Companies made a joint compliance filing on January 15, 2008, including a 

Woodruff Utility report that no effluent had been produced or used in 2007 because construction on 

the wastewater treatment facility had not yet begun; an ADEQ Certificate of Approval to Construct 

(“ATC”) for Woodruff Water’s water treatment facility; an ATC for Woodruff Water’s water 

production plant including storage tanks and booster pumps; an ADEQ letter of extension for each 

ATC, obtained because construction had not yet commenced one year after issuance of the original 

ATCs; an ADEQ Aquifer Protection Permit for Woodruff Utility’s planned wastewater treatment 

facility; and three separate ADWR Certificates of Assured Water Supply that together covered the 

The Companies explained that the information concerning service to Woodruff Water’s first customer had previously 
been provided during the evidentiary hearing for the case and cited to the hearing transcript. 

3 DECISION NO. 
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entire Sandia parcel. The Companies asserted that with the joint compliance filing, each had timely 

met each of the conditions of Decision No. 68453 for which noncompliance could have rendered 

their respective CC&Ns null and void and, accordingly, that their respective CC&Ns had vested. 

9. The Companies made no filings in the docket during the remainder of 2008 or during 

2009. 

10. On January 20, 2010, Desert Troon Companies (“Desert Troon”) made a filing 

updating the contact information for Woodruff Water and Woodruff Utility to that of Gary S. 

Elbogen, General Counsel for Desert Troon. With the filing, Desert Troon included Amended and 

Restated Articles of Incorporation for the Companies, which named Mr. Elbogen as the sole director 

and incorporator for each, effective August 14, 2009.5 Also on January 20, 2010, Desert Troon filed 

a letter stating that there had been no development of golf courses, ornamental lakes, or other water 

features that would incorporate the use of effluent water. 

11. On January 31, 2011, Desert Troon filed a letter stating that there had been no 

development of golf courses, ornamental lakes, or other water features that would incorporate the use 

of effluent water. 

12. On May 3 1, 201 1, Desert Troon filed two letters requesting, on behalf of the 

Companies, that the compliance requirements of Decision No. 68453 be amended so that the 

Companies would not be required to file rate applications until project development commences. The 

letters stated that ownership and management of the entities owning the Sandia parcel and the 

Companies had been transferred in late 2009; that “[gliven the current economic state and lack of 

demand for new residential development, there are no plans to develop the community any time in 

the near future”; and that public water services and wastewater treatment would not be provided in 

the near future. The letters requested that a five-year extension be granted to submit the rate 

applications, if the Commission would not amend the Decision so that rate applications would not be 

required until after development commences. 

13. On July 5, 201 1, the Commission’s Utilities Division (“Staff’) filed a Memorandum 

The copies filed were virtually illegible. 5 
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eepeating the Companies’ statement regarding the lack of development in the Sandia parcel since 

Decision No. 68453, stating that there is still no guarantee that development will occur or a 

Zignificant number of customers will require service within the next five years, and stating that 

ieither the Companies’ requested five-year extension nor a shorter extension appear to be warranted. 

Staff recommended that the due date for the rate case applications be extended to a period no later 

,han five years after service is provided to the Companies’ first customer. Staff fwther recommended 

,hat the Companies file notice in the docket within 15 days after commencing such service, with the 

iotice indicating the date that service began to the first customer.6 

14. On July 11, 2011, a Procedural Order was issued stating that the docket did not 

:ontain sufficient information to determine whether extending the rate case filing deadlines for the 

Companies would be in the public interest. The Procedural Order required the Companies to provide 

additional information regarding their ownership; the past and current ownership of the Sandia 

parcel; the transactions that led to the current ownership of the Sandia parcel; the current state of 

development in the Sandia parcel; the current infrastructure of the Companies; whether and to what 

extent utility service has been and is being provided in the Sandia parcel and by whom; the plans for 

development in the Sandia parcel, with a projected timeline for development; and whether the 

Companies desire to retain CC&N authority for the Sandia parcel and, if so, for what purpose, if they 

have no plans to develop the community any time in the near future. The Procedural Order further 

required Staff to review the information filed by the Companies and to make a supplemental filing 

providing any revised or new Staff recommendations in light of the filed information. 

15. On July 28, 2011, the Companies filed a Request to Extend Filing Deadline, stating 

that the Companies needed additional time to assemble the information required by the Procedural 

Order and requesting that both the Companies’ filing deadline and Staffs filing deadline be extended 

by two weeks. The Companies further asserted that the extensions had been discussed with Staff, 

who expressed no objection. 

16. On August 1, 201 1, a Procedural Order was issued extending the Companies’ filing 

Staffs Memorandum did not indicate that Woodruff Water was already providing service and did not provide any 
additional information concerning the status of development in the Sandia parcel or any details regarding a change in 
ownership. 

6 
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deadline to August 25,201 1 , and extending Staffs filing deadline to September 26,201 1. 

17. On August 25,201 1, the Companies filed a Notice of Filing Additional Information in 

Support of Request to Extend Compliance Deadline in Decision 68453, explaining the following: 

(a) The Companies are still directly owned by the same entity, which is currently 

known as Sandia 2009, LLC (“Sandia 2009”) and was formerly known as Pivotal Sandia, LLC. 

(b) In August 2009, Pivotal Group X, LLC and Arizona PSPRS Trust, then the 

owners of Sandia 2009, assigned all of their respective member interests in Sandia 2009 to DT 

Lifestyle, LLC (“DT Lifestyle”)(formerly known as DTRlB, LLC). DT Lifestyle is owned and 

controlled by DTR1, LLC, which is owned and controlled by Desert Troon Limited, LLC and 

Arizona PSPRS Trust. With the change in control of Sandia 2009, new officers and directors were 

appointed for the Companies. 

(c) The Sandia parcel is currently owned under a beneficiary trust arrangement; 

the settlors of the trust are various entities owned and controlled by the Wuertz family, and the 

beneficiary of the trust is Sandia 2009. The trust agreement allows for gradual takedowns of the 

Sandia parcel by Sandia 2009, which is currently entitled to request an immediate deed for 

conveyance of approximately 22 percent of the Sandia parcel. The Sandia parcel is still occupied and 

farmed by the Wuertz family. 

(d) The Sandia parcel is still mostly undeveloped, although a fire station and major 

arterial street have been constructed. 

(e) Woodruff Water owns two established wells. Well No. 1 has complete 

improvements including well head, pump assembly, piping, manifold, and small structures for the 

pump and electrical service section and controls. Well No. 2 has been drilled and improved and is 

ready to deliver water. The system also has approximately 5,300 feet of distribution lines and four 

digital water meters that serve current customers. 

(0 Woodruff Utility has no physical utility infrastructure, although engineering 

design plans have been prepared for it. 

(g) Woodruff Water commenced water service to its first customer on or about 

September 1, 2004, and currently has four residential water customers served by %,’ meters. The four 

6 DECISION NO. 
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:ustomers are served from Well No. 1 via a distribution pipeline approximately one-half mile long. 

Voodruff Water charges its customers the rates authorized in the tariffs approved in Decision No. 

58453. 

(h) Sandia 2009 intends to develop the Sandia parcel according to the original 

h i o n  under Sandia 2009’s prior ownership, which was for a master-planned subdivision of 

ipproximately 9,500 residential units along with commercial development, schools, parks, and a golf 

:ourse. Sandia 2009 intends to commence development when market conditions improve and create 

iemand for new housing in the area between Casa Grande and Coolidge. The Companies expect to 

receive requests for new water and wastewater services in the next two to five years.7 

(i) The Companies believe that it would not be prudent to incur the costs of a rate 

:ase at this time, when Woodruff Water has only four customers, and Woodruff Utility has no 

customers. The Companies request a five-year delay in the requirement to file a rate case application. 

The Companies desire to retain their CC&Ns for the Sandia parcel because (j) 

Sandia 2009 intends to proceed with development as soon as the market creates a demand for 

residential housing in the area, Woodruff Water currently is serving four customers, and Woodruff 

Utility is essential to Sandia 2009’s plan for integrated water and wastewater service. 

18. On September 30, 201 1, Staff filed a Memorandum reiterating information provided 

by the Companies in their filing and asserting that Staff agrees with the Companies that there are an 

insufficient number of customers to make rate applications meaningful at this time. Staff stated that 

an extension of time is reasonable considering the facts in this matter and recommended that the due 

dates for the Companies to file their rate applications be extended five years from the date of a 

decision in this matter. 

19. In light of the severe economic downturn that has affected development in Arizona for 

the past several years, Woodruff Water’s currently limited operations, Woodruff Utility’s current lack 

of operations, Sandia 2009’s continued intent to commence development of the Sandia parcel as soon 

as the market creates demand for residential development in the area, and Staffs recommendation, it 

’ 
Phoenix metropolitan area. 

In support, the Companies cited a March 201 1 Cromford Report asserting that there are signs of stabilization in the 

7 DECISION NO. 
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is reasonable and appropriate to extend the filing deadline for the Companies’ rate applications, 

required by Decision No. 68453, to the date five years after the effective date of this Decision. 

20. In Decision No. 68453, the Commission imposed the $250,000 performance bond 

requirement on Woodruff Utility because Woodruff Utility had not established any prior experience 

successfully operating a public utility. (See Dec. No. 68453 at 29.) The Decision required Woodruff 

Utility to post the performance bond at least 15 days prior to serving its first wastewater treatment 

customer and required that the bond be maintained and copies of the bond be filed annually until 

further Commission order or 10 years had passed, whichever was sooner, at which time the bonding 

requirement could be terminated upon Woodruff Utility application. (Id. at 31-32.) It appears that no 

such filing has been made yet. Thus, we clarify herein that the bond requirement remains in effect 

and that the term of the bond requirement runs from the initial filing of the bond, which shall not 

occur until Woodruff Utility is preparing to serve its first customer. 

CONCLUSIONS OF LAW 

1. Woodruff Water is a public service corporation within the meaning of Article XV of 

the Arizona Constitution and A.R.S. $3  40-252,40-28 1, and 40-282. 

2. Woodruff Utility is authorized, pursuant to a CC&N, to operate as a public wastewater 

treatment utility in the area known as the Sandia parcel. 

3. The Commission has jurisdiction over Woodruff Water and Woodruff Utility and the 

subject matter of their requests to extend the filing deadline for their individual rate applications 

required under Decision No. 68453. 

4. Staffs recommendation to extend the deadline for Woodruff Water to file a rate case 

application, until five years after the effective date of this Decision, is reasonable and should be 

followed. 

5. Staffs recommendation to extend the deadline for Woodruff Utility to file a rate case 

application, until five years after the effective date of this Decision, is reasonable and should be 

followed. 

ORDER 

IT IS THEREFORE ORDERED that Woodruff Water Company, Inc. is hereby granted an 

8 DECISION NO. 
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xtension of time, until the date five years after the effective date of this Decision, to file with the 

:ommission’s Docket Control, as a compliance item in this docket, an application for a permanent 

Ite case. 

IT IS FURTHER ORDERED that Woodruff Utility Company, Inc. is hereby granted an 

xtension of time, until the date five years after the effective date of this Decision, to file with the 

:ommission’s Docket Control, as a compliance item in this docket, an application for a permanent 

ate case. 

IT IS FURTHER ORDERED that all other requirements of Decision No. 68453 shall remain 

n effect, as discussed herein. 

IT IS FURTHER ORDERED that this Decision shall become effective immediately. 

BY ORDER OF THE ARIZONA CORPORATION COMMISSION. 

ZHAIRMAN COMMISSIONER 

2OMMISSIONER COMMISSIONER COMMISSIONER 

IN WITNESS WHEREOF, 1, ERNEST G. JOHNSON, 
Executive Director of the Arizona Corporation Commission, 
have hereunto set my hand and caused the official seal of the 
Commission to be affixed at the Capitol, in the City of Phoenix, 
this day of 2011. 

ERNEST G. JOHNSON 
EXCUTIVE DIRECTOR 

DISSENT 

DISSENT 
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DOCKET NOS.: 

WOODRUFF WATER COMPANY, INC.: 
WOODRUFF UTILITY COMPANY, INC.; AND 
ARIZONA WATER COMPANY 

W-04264A-04-0438, SW-04265A-04-0439, and W- 
01445A-04-0755 

Jeffrey W. Crockett 
BROWNSTEIN HYATT FARBER 

SCHRECK, LLP 
40 North Central Avenue, 14th Floor 
Phoenix, AZ 85004 
Attorney for Woodruff Water Company, Inc. 
and Woodruff Utility Company, Inc. 

Robert W. Geake 
4RIZONA WATER COMPANY 
P.O. Box 29006 
Phoenix, AZ 85038-9006 

Steven A. Hirsch 
3RYAN CAVE, LLP 
Two North Central Avenue, Suite 2200 
'hoenix, AZ 85004-4406 
4ttorney for Arizona Water Company 

lenis M. Fitzgibbons 
TITZGIBBONS LAW OFFICES, P.L.C. 
l.0. Box 11208 
3asa Grande, AZ 85130-0148 
ittorney for the City of Coolidge 

Jrsula H. Gordwin 
Zasa Grande Assistant City Attorney 
j 10 East Florence Boulevard 
Zasa Grande, AZ 85222 
lttomey for the City of Casa Grande 

dichael W. Patten 
tOSHKA, DEWULF & PATTEN 
IO0 East Van Buren Street, Suite 800 
'hoenix, AZ 85004 
ittomey for Pulte Home Corporation 

on Coulter 
7207 North Perimeter Drive, # 200 
kottsdale, AZ 85255 

anice Alward, Chief Counsel 
.egal Division 
iRIZONA CORPORATION COMMISS 
200 West Washington Street 
'hoenix, AZ 85007 

Steven M. Olea, Director 
Utilities Division 
ARIZONA CORPORATION COMMISSION 
1200 West Washington Street 
Phoenix, AZ 85007 
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